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' by Louis J. Paradiso and Genevieve B. Wimsatt 5y

Business Inventories—
Recent Trends and Position

TI{E rapid sxpansion in business inventorier during the last
four months of 1952 has been followed by relative atability so
for this yeanr. Suoh furtber additione ns hove occurred were
in the durable goods industries, while the nondurable goods
arens showned & emall liguidation. Tha veault of eauatious
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business buying nnd inereased consumption and fizsd invest-
ments held total inventories to around $75 billion, sessonally
adjusted, during the firet quorter,
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In visw of the attention surrently fosused on this velatile
sector of business, this article examines the choracter of tho
recent inventory changes, the distibution of inventory hold-
ings, pnd their relative position by industrial proups. Sev-
eral conclusions are appavent from the analysis:

1, About four-fifths of the entire rise of $2.4 billior in the
ook velue of business inventories since August 1952 occurraed
in five arens—motor vehicle, other transportation equip-
ment, primary metal and fabricated metel monufacturi
industries, retail nutvmotive deslsrs. Alihough paci o
the incrense in these groups was associnted with the steel
strikko m the summer of 1962, it also reflecied the expansion
required to support higher sales. In the first quarter of
this yoar these groups siawml anly o small sccumulation.

2. Considering their present composition, business inven-
tories in the aggregate do not appear to be significantly out
of Line with the current rats of sales, a3 gavged by inventory-
snles relations which have been experienced historically.

3. Inventories held by firma produeing ar handling durable
g,l'gcrdﬂ aeem te be moderately Iigh in rolaiion to current seles.

he excess appears to be in part in stocks utilized for de-
fanse ond reloted actirvities. .

4. Inwentories held by the nondurable poods ssctors of
business, on the otber hand, do not ”’1’3“'*" to boe ot of line
relative (0 the current rate of sales and, in fact, mey be on

the low sida. -

5. The present inventory-snles balanss can bo mamtained
s long as sales conlinua al the gurrent high rote.  ‘The basis
for wide inventory mavements in the absenca of n change in
the trend of anles docs not appenr to be present.  Indusbrinl
prices hove been stable for somao time, and supplies of most
goods are gencrally adequate for prompt deliveries.
gignifitant change in demand would soon meke inventories
lock out of line, since there is usually & lag in their adjusi-
ment to the new oales voluma.

Inventory rise chiefly in durables

The jnventory rise which has cecurred since midsummer
of lost yoor, while of significant propertions, has lifted the
overall beok value of business invantories at the end of Marel
to & point only $1.6 billion from the year-ago iotol. The
movements, however, have accentuated the divergencs n
trende in dirable and nondursble goods stocks,

The steel shutdown in the summer was accompanied by
some drawing down of stocks and by the end of August the
value of business inventories had reached & low point of
$72.7 billion (scosonally adjusted) for Mic yeor. A% the
same time production snd deliveries of many durabla goods
had slewed down appreciably.  For exnmple, retail deliverios
of possenger cas 1n the thivd quarber of 1932 nveraged

HNOTE—~ME. FARADIEG IS5 ABRMTANT DIREOTOR AND QHIEP BTATISTT
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10 BURVEY OF CURRENT BUSINESS

273,000 monthly, compared with 414,000 menthly in the
second quarter of that yeor, end with 410,000 monthly in
the th quarter of 1951; similarly, shipments of the non-
clecirienl machinery industyy dropped 10 percent from May
to_August, on a seazonally adjusted basis,

With the resumption of steel deliveries, produetion moved
R]t:ﬁmbd in the metal producing and fabricating industries.

50, demand became mors buoyoant in most major seotors
of businesa, refiecting o number of fovorable influences in
addition to the incrensed flow of steel. To support ¢he
rising productioh ond sales volume, business invemtorics
were sxpanded by mors than $2 billion in tha last four monthe
of 1853, This accomulation alse permitted the vefilling of
pipelines in many durable g seobors in which they
catlier been partly depleted becavse of the stesl shortage.

During the first & montha of this yeoar, inventory sceemu-
lation waa relntively amall—one-quarter as much as in the
fourth quarter of 1852, Tha rise during the guarter in total
business inventories amounted to sbout $ million, on &
sensonally adjusted basis. Table 1 indieates the mupnitudes
z¢nd charncier of the recent shifis by major groups.

Tive major groups of firme~—producers of motor vehicles
other transporiafion equipment, primeyy and fabrieated
metals snd products, snd the mutomotive retnil dezlers—
have nceounted for nealy four-fifths, or $1.9 billion, of the
entire rise of $2.4 billion mn the value of business inventorics
since the end of August of lnst year. At the end of March
of this year, theas a had o book value of inventories of
$£14.7 hillicn, or Jess than one-fifth of the volue of all business
inventories. Moreover, the motor vehicle prodncers and
rotall sutomotive deslars were responsible for nesrly three-
fifthe of the totad incresss in the book walue of business
inventories. . i

Moat of the accumulation in the B major groups cecurrad
duoring tha last 4 months of 1052, with exch group showing a
sizable incrense; in $he firsb 3 months of 1953 thess firms
showed oniy n modest invontory riss of $0.3 tillien in the

egate.

ngﬂusinﬁﬁﬁ firns in industries other than the & listed above
nuded their nggvepnts inventories by less than ¢ half a
billion dollars, or t pereent, in the lost 4 months of 1952 and
the changes were mlntiva’ly smoll among (ke component
ps. Thua, the inventory acoretion in that psriod was
ited to thosa relatively few industries whers demand
picked up shorply ond wcers atlompted to restore the

iwventory position they held prior to the steel shutdown.

Dhving the first three months of £953, the group of firms
other than the five mentioned showed virtually ne changs in
their invantories, in ths aggrapate. The durabls goods
sactors of these ﬁﬂ:rup lwwaver, showoed o sizable inventory
inerease of a billion dollars which was shout offsest by o
dechne of nenrly the samas amount in tha nondurabls goods
snahioTs. ;

The value of inventories held by nondurable goods mann-
facturers daclined in the past 6 months—partly due to lower
replacement cost—duspite 4 rise in their sales; refail and
whelesale nondurable geods fivms just maintained their
August 1052 lsvel of mventories though thair te
solos Tose by o 3 percent, on a sessonally adjusted basis,
from August 1052 to March 1063 ) )

A number of important nendurabls dz induoetries
showed moderate reductions in the value of inventory held-
ings from August of last year to March of this year, despits
ﬁlﬂlig enley trends. Theea include producars o¥hxﬁ1& mill

uects, foods, chemicols, nud peteolevm products.  Thus,

& in these industries have displayed a robher cautious
iaventory ].ic;‘, porticularly sinca, a8 will be indicated
later, nundpu?-a,b e gorde nventories may have besn some-
whot low in relation to sales in the past yaor,

Actually, except iox rising demands and the stecl situation,
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the other r?vdnwl? hmf Ru:t h:len qundu:l;i:‘: u;.;l nn

¥e Lve cy. Indwstrt L] ok
%a past year and no fm?n ﬂ:lisjryeu.r have heenp?tmhla. Su];cl‘plias
of most poads have increased. Even for those commodities
under ¢ontrol the gradusl expansion in capacity haz made for
& progreasive easing in thess markets. Finally, the inter-
naiionel tensions in this perid have not shown signs of
worsenibg,

Present distribution of inventories
Tha distribution of inventories smong the various segments

of business is of considerable mtarest since, depending on the
industry, different practices ara followed with respact to size
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and chavecter of purchnses for inventories, the timing of
inventory investment in volation to snlar movements, aunel the
volume of inventory holdings in relakion to sales. Many-
facturers punerally are concarned with policies et different
stages of fabricntion—werling atocks consiating of purchased
materieds and goode-in-process, and shipping etocks of goods,
Becouse these producers are dap-andsnt upon orders placed
by other pollare, they are often caught by preesures of order
cancellotions or by demands for spesding up deliveries, so
that inventories at the factory level are subject to wider
fluctuntions than i the case for other frma.

Eetrilers' stocks normolly move divectly in nea to
sales, and here the consumer is usu% the controling agent
in ehaping the inventory swings, olesalers’ inventories
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ehow smaller fluctuntions thon those of retsilers and pro-
ducers, This is 80 because wholesalers usually Lhave a more
direct control over their inventovies, goering their needs
clogely with firm orders nnd recent anlog trengs.

The charl shows the relative magnitudes of the value of
the inventory holdi among the three indusirial groups
ns of the end of March 1953." The grentest concentration
of inventories is in the monufacturing secier. Thres-fifths
of the baok voluie of business inventories ot the end of tha
first guarier of 1953 were in manufacturing industries, with
the dureble goods industries holding 55 percent of the
manufneturiag total.

Aleo of interest i tha fact that these proportions tend to
change very slowly, For example, inmid-1950, when defonse
inveniorica comprised a very small fraction of the total,
maonufnciurers' inventorien canstituted the anms proportion
of totial business jnveutories us today—56 percent—and the
distribution 93 betwesn durable goods and nondurable
goods producers waa aboa the snms 15 now.

Furt mom,ﬁmmajormmﬂmmmdmhiw,mdx,
the primary and fabricated metals, m ary, motor vel-
cles, and fo0d industries, sccount for ubout half of the total
valua of moanufacturing invantories.

Fan stocks enrrantly ava divided by atepos of fobrice-
tion as follows: Purchased materinls, 37 ﬁpument of total;

in-process, 29 percent; and goode finisbed for ship-
ment, 34 peresnt.

At tho end of March one-fourth of the value of business
inventories was i retailors’ ond one-cighth of the
total velue wes held by wholesalers. In both ratail and
wholesale the volue of inventories was equally gdiatributed
a2 between the durnble sud ooendurnble goods groupe.
Retail stocks are concentrated in threo mojor kinds of busi-
ness—the sutomotive, ap];;{rel, and general merchandiss
stores—which_hold about hall of the total value of retail
© inventories. Here sgnin the preportions have been relatively
constoni—ithe same distribution prevuiling, for example, in
Juno 1950

Finally, the distribution of sales of the 3 industriea was
close to that of their value of inventories—in March 1953
on o seasonally adjusted bosis, B2 percent of iotal soles of
these industries wers maoufocturing; 30 percent, retsil;
and 18 percent, wholesole,

Defense inventories one-fifth |

The choracter of recent inren trends hes been shaped
in part by s in stocks of govds earmarked for the pro-
duction of defense itema, Currently, inventories of defensa
goods at all stages of fabriention mny be estimated gon-
servatively at cne-oighth of tolal business invendories. They
are concantrated in manufacturers’ bands and constitute
pbont o fifth of oll foo inventorier. Furthsarmore, mest
of the defense stocke are held by durable goods producers,
constituting about o third of their fotal inventorics. Thesa

portions are rough approximations since not only ore
Erlrﬂacb nentitative dats on the size of defense inveptories
extremely fregmentary, but glso the jtems o he considered
ae defense inventorics connot be asceriained precisely.
Moveover, the method weed in deriving the proportion of
defonse inventories was bosed esa on the refic of
defense deliveries to total shipments by industrics. This
procedure tonds to undorstaie the imporitance of defense

1. The valne of a1l non furm Invontories ot ths ond of hdsrah of ehiy
fBon, soascoAll oy,
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stocks since defenga deliveries nre not yet commensnrate
with inventories hald for defense work.*

Movements in defense inventories follow 2 sotmewhni
different pattern of timing relative to sales from those of
civilian stogks. The latter usazlly continue to decline for
ssveral montha afier sales begin to expand and sso Lkeap
rising for some time after shipmentz turn down. Irefensa
inventories, in contiast, advance shﬁﬁply even though deliv-
eries may ba proctically negligibls and begin to decline while
deliveries are still in the expanding phuss. The reason is
that defense inventories are keyad to spacific contracts which
ﬁam{ly require & long petiod of ]Fmpnmtcion o reach peak

veries, and to the trend in unfilled orders. As production
renx:]jdes large volume, the turnover of inventories is more
rapid.

ince June 1950, the scoumulation of defense inven torics
haa agcounted for more than hall of the total Eh:r ical volume
of poods added to manufacturers' stocks. Tae grent bulk of
the incrense ocemred in the sacond holf of 1950 and in 1951,
Du:inﬁ 1852 inventory building for defense contracts gon-
erally loveled out, alonpy with the slowingup in the inerepss
in deliveries of defense goods after the Hist quarter. Data
ore not ovailnhle to chort the precisa cowss of defense in-
ventories.

Durable goods-in-process inventories high,

Changes in the composition of duralle geoeds producers’
inventories by sinpes of Inbrication, bewever, throw some
indiresk light on the changes, Thesa shifts are illustrated in
the ohart covering the pariod from 1048 forward.

The buyng splurge in the sunmer of 1950 resulted in
sizable liguidation in finished duzable goods stocks. These
wera quickly rebuilt and shippiog inventoiies of durable

s manufactures meved ap to a pesk in the late spring
of 1952, Tha rapid growth in estdy 1952 was 10 some part
sn involuntery secumulation of consumer durables. It also
included some wnr material awaiting shipment. The steel
strike, together with the pickup in private demand, brought
n correetion in thespstoddts,  Enrecent menths 2oma necumu-
lation hag been evident but shi?ping stocks of theso pro-
ducers are nok out of line with deliveries.

motevials ware accumulated at s Tapid pace

following the oneet of hastililies in Korea—nearly doublin
in book velue by the end of 1051, However, ths pure
materinls stocks tended moderately downward in the first
Ecun of 1952 zlthough salea continued to rise. The moderata
iquidation waa rapidly accentuated by the steel strike atb
nidyear. The subseguent buildup of purclnsed materials
stocks wns sufficient to restore book values to the previous

igh. Since the firgt of the year, Equidotion hea again
occtrred 1 sales have sontinued to axpand.

Durable goodg-in-procezs inventories hove e ded
steadily since mid-1950, increazing by neatly $800 mullion in
the first quarter of this yesr, e appoarent excess of this
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category, welative to current wolume of deliveries, is a
reflection largely of defense inventories Thel roduction
periods vequired for many defense items entail high gooda-in-
process stocks. Even when mobilization progrivns reach
the point whers purchosed matarials atocks need not be

Durable-Goods
Manufacturing Indusiries

$tocks of goods ready for shipment are
about in Kne with the currant volume of sabes . ..

INDEX, 1948 =100
240

TS LH
[EEASCaaL LY Ahps Tra )

SHIFM,

150

100 . -
Nt FIUSHED SIIPRING STOGKS
1ECOK YALEE, fa OF MENIN}

a0 hyubabugbiilwdund ool s way

tmd inventories of purchosed materiale hove
been hald down relativa to shipments . .

eno

o b BHIPMENTS , F ol -

il PURGHASED MATERIALS |
fi'ﬂ?l’ BALLE, EWD OF MONTH)
LT Muiuudum.lzmdmﬂmﬂmulwhmiumlmu
while goods in process are high relative
o current deliveries, reflecting the
sizable volyme of defense output
2no
] SHIPHENTS -
i mmr.ﬂm.i‘rtp} Y
J_'_I“., (114 o T W -
i
I GOODS I PROGESS:
4 (800K BILLE, END.OF MORTH)
f§ 1948 1949 1950 19%)1 1052 1953

, R REFARTHENT OF SoWMIACE Ol OF BUANERE CCONCMCE

e T BRI e e e R

inerensed, goods-n-process book values continue to axpand
a8 puccessive labor and other costs are added in. )

In the following sections, trends in inventory-sales relations
are discussed. It is to be recollsd that the inclusion of
defense inventoriea in the initial mobilization period reised
the ratioz somowhnt above what they would have been for
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civilitn stocke alone. This was particularly true during the
months of inventory building, b ;J:j\riubing, and other pre-
liminariez which precoda actual production and delivaries.

Inventory-sales ratios {ower

T4 is common practica nmeng businessmen to gangs their
inventory position by comparing the current ratio of invea-
tories ta enlew with some past period which is considerad
normal, Indeed, mony aitempl to mainisin the ratio.
This procedure is simple, ensily applied, and often provides a
timaly guida to inventory policy. )

While inventory-sales ratios are useful indicators, they
must be applied with caution, particulady in com
over two periods when sales nre substantinlly arent.,
Past experience indicates thot with a growing volume of sales
or output, stacks are expoanded less repidly, reflecting a more
m;:i.id turnover of inventories. -

his suggesia thai the inventory-snles ratio Is o positive
indicator of exieting or cpproaching imbalance with sales
only when it is zimpg or aﬁ-end_y H.Eove the corresponding
ratio of a prior period when inventories and sales were
considered to be i balance. A falling retio may reflect any
ona of three eonditions depending on the size and charneler
of the reduction ond the industry or preduct involved,
namely: n continuation of balance, a cotrection toward better
balance, or movement toward a low position relative to snles.
The current movements of the inventory-sales miios are
expimined with the foregeing considerntions in mind.

In Maorch 1952, the ratio of total businesa inventories to
sales was 1.5. This compares with 1.4 in March 1050 and
with 1.8 in the prewar period, Moreh 1840,  The fact thet the
rotio ecurrently is below thot of prewar, when enles voluma
wrs much smoller, suggests, although not conclusively, that
total business inventories may be in broad terms ruug];lly m
line with the purrent high tate of sales. ) .

At the end of M the ratio of factory inventoriea to
enles was 1.7; the wholesalara' ratio waa 1.1 and the retailers’,
1.4. 'These ratios, together with those for indvetrr groups
are shown in toble 2 together with the corresponding higures
for March last yoar, in enrly 1050, and in the prewor yeor
1840,

The general irend in stock-sslee rotice throughout moenu- -

facturing hna bsan downward in recent months. ~ For sach of
she major manufacturing groups, except transportation
aquipment other than motor vehicles nventory-snles
ratics eurzently ara below o year ago. The sxpansion in sales
was & coniributing factor in each case. In the groups whare
jnventories %leﬂ, particularly the durnble a saciors,
anles incransed ntb o faster rate with the result that the inven-
tug—@a.lﬂs ratic wes reduced.

lao, excepi for the apparel nnd tronsporiation equipment
menufacturing industries, the rotioa curtently ore below the
prewnr period of March 1940. On the other hand, for most
of the mojer menufpcturing groups, current mwntor_g‘?g]es
ratios are nbove those which prevsiled in March 1950, o
period when economic activity wes moving npwerd, HExcep-
}icana ore the metuls, motor vehicles, potroleum, snd rubber
maustries.

Retailer’s ratios douwn

Amanﬁmtni]ers the general pattern ia much tha same.
Stock-sales ratios are generally below year-ago levals 23 sales
heve risen more rapidly than ndditions to siocks, Most
durnble and nondurable goods atores nra onrrying o lower
quantif; ui‘.':ﬁmda reintive to sales than in the prewar year of
1940. Btock-zales ratios of durable goods retnilers, except
for jewelry atorca, are now highsr thon in mid-1850. How-
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INVENTORIES = BOOK 'IM:LUE, END OF PERIOD (Billions ol Dollars)
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ever, those of nondurable a storee are about the spme or
lowar. Thess trends are illugtratad for specific retail lines in
tha chort. i
_ Examination of stock-sales ratios for individual consumer
littog—especially the dorablae—indieates that mest of them
are cusrently below the year-ngo levels.  In this category are
n&w passenger cors, television sets, refrigerntors, farm and
heme freegars; snd eleatric 1 . Btocks of new passonger
wutomobiles jn dealers’ hands ore higher than o yenr ago, but
sales have risen more rapidly; currentiy, these stocks consti-
tuta o listle less than one month’s sales, n rata which is not
high when compared with the best sales years of the prewar
period. Similarly, stoele of television sebs ara enefourth
greater than p yesr npo, but ssies have increased nearly 40
t. Ourrent stock-soles ratios are higher for redios
other than anto radics}, washing machines, and dryers. In
each of thase cases stocits have incrensad substantially, with
sales of radios being lower and of washing machines and
dryers moderataly higher.

Table L=Inventory-Solos Kakios of Sclooted Types of Businegs For
Solected Yoars tio of End of March Inventorics te March
Halegs Bused on Seasonolly Adjusted Bata
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The evidence from ihe comparison of the inventory-sales
ratios sugeests that: )

1. Becauso of rising sales over the past year, the Inventory-
salea rafios hove boon generally reduced, thus implying that
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ait improvement in the inventory position hes occurred in
some industries and lines; and

2. The genernlly lower ratios compared to the immediste
prewar period supgests thet inveatorics in some indusiries
may ha in balence relotive to corrent salee ns ad by this
past cxperience. In other cases, despite lower ratios, inven-
tories are still not in proper balance.

Inventory-sales relationships

A more i]lmninqt»ilzganppmmﬂl i evaluating the eurrent
inventory position is that in which inventory and salee move-
ments are examined over s long span of years so 0s to

to discern whether or not some persistent relstion hos exis

which could be considerad #9 & “morm”. This would permit
ah evaluation of the current position in terzs of such g rela-
:uj]uﬂship.of Thl? mﬂ%qdu;;e_:ma thres b@siphng:nptngm over

e use of ratica. Fimst, it rendily pormi king mte ac-
count the difterentisl rates of betwreen nvantories
nnd golea as indicoted by the actual historical experience of
tha foms. nd, it enables the measurement of any lops
in timing which characteristically heve existed betwesn -
ventory snd snles flucbustions. And, third, the impact of
changes in produst and markst tael:mology on the sales-
invento ation can be seen in the “deviations™ which are
cb Irom an average line of relationship,

The main asution required in the vae of the relationshi
appreach is that the nverage inventory-sales relations bos
on prior periods mey ne longer be volid for the mora recent
veurs, portieularly in wview of significant in tha

uecl mix gnd in the market factors, Ne eas, shifts
rom the average relation of past periods can be detected by
the use of the inventory-sales relationship approsch.

The mathod isspwigcnllyi]lush‘ated i the chort. Here
the period used as & basis for tha relationship was 1927 to
1940 and for each of the two proups of producers——durable

and nondurable goods munufacturers—the indicoted average
ling of relationship dﬂﬂﬂgﬂd@aﬂnbﬂd the igventory-esles expe-
risnes in this paried. , it agch enze ificant deviations
from this nverage relation ocourred during the Werld
War II period w the produet mix shifted conaiderably

and controls wers im: on materials flows aud produe.
tion operations, The extension of the prewsr reletion shown
inte tha poatwsy years is of nssistanes in geuging within broad
limits the apparent excess, adequacy, or inadequacy of cur-
rent inventories—the yn.ristick in ench case being the pre-
WAL oXperience, ) .

For manufacturing 88 & whole, inventories are a little
higher than would be expected for the current sales totaks on
the basis of the prewar ra]munahir, This moderate “over-

" however, nppenrs to derive from the prezence
of defense inventories in the total. ent duvable and pon-
durable s producers’ invantories are separatad, sharply
contrasting pictures amerge. )

The “regression’ line in soch punel indicates tha ook value
of mventories nasociated with sales twe quartars on
the basis of the 1927—40 relationship of inventories to sales
of the respective groupa. ia relationship implies that a

chonge of §1 billion in soles of durebla producare has
been accomponied, on the sverage, with a lag of § months
by o chenge of one-half billion dollare in the book value of

inventomes.

Durable goods stacks high

Current inventories of durable gooda” producers are pesn
t¢ be somewhai high on the basis of this celenlntion. It
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ghould be pointed ocut thot the position of the firat querter
1853 shown on the chark Eﬁpeam exeeptionally high becausa
it is matched with thoe sales in the third quarter of 1952
which were relatively low as a result of the atesl shubdown,
As noted sarlier, part of this apparent excess i atiributable
to the high percentage of defensc stocks which are currently
in process and are noé yet matched by a eorvesponding
flow of deliveries. _

From the chart it appesrs thet sinece 1948, the durable
goods industries held & lurger volurne of inventories for a
given amount of salsz than wouid ba enlled for on the hasis
of the sales-inventory relationship of the prewar years.

Inventory-sales ratios in retail
lines have been declining
since late 1951

Among retoilers of durohle goods, except
automobhiles, currant ratios are bejow

prewdr averages
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The 1948-47 period sxw the sizable buildup of civilian
inventories which were lavgely nonexistent at the end of
World War IL. A3 pipelines were filled, inventory positions
moved back towsed the line of historic relationship.
But impetuz to inventory nceumulation deriving not only
from direct defanse contracts but also from the corollary
[arge enditures for producers’ equipment has agemn
moved stock-sales position above the trend lino since
mid-1950. It is probable that the "new relationship” is
at loast in pard the temporary outgrowth of these two sets
of um;%ga conditions.

It should be noted that the apparent “excess’ canuot be
accepted with foo %mh a deprea of preciscness. When
examination is carvied on to industry groups, tha paucity of
historical date precludes precise quaniitstive analyses of
the overage. It moy be pointed out, however, that currently
inventories held by each of ihe durable gooda industrics,
except lumber and furniture, sppear to ba above their long-
terma relationship. Froportionately, the largest apparent
excess on this basis of messurament: iz in the trapsporiation

efjuipinent groups.

Nondurable goods stocks low

The relation for the nondursble goads
the prewer years 1927-40 implies ot for each change of
31 hillion in snles, inventories have changed on the avernge,
with n.bl‘:l.ﬁ of two quariers, by about 30.§ billion. Inven-
tories by these producers are currently lower relative
to seles than in the prevar period. Ii appeors that pro-
ducers of “soft ' have consistently managad since the
enrly days of World War II to carry on ar volumes of
transactions with smaller stocks than was troe in the prewar

€.

Increaging efficiency of inventory use hse characterized
the individual nondurable ¥unda industries. Each of these
major industriea eurrently falls below its historic trend line,
but those having the smallest devistions from the line are
paper, chemicals, aod petrvleum.

’E‘mda inventories hnve shown thée same long-term trands
a8 nondursble manufacturing stocks. Increasingty, stock
turnover hpa improved with the largar sales. No ence
is now available that trade stocks aa e whole are out of line.
In meny aress they are somewhat low relative to sales.

odusars baged on

Variation in firms’ position

The foregoing annlysis wns based oo the consideration of
the oversll position of business inventories nnd o brealdewn
E major indugirial proups.  Even within these broad groups,

gTE been & considerable dispersion in inventory move-
menta and in the trends of the inventory-snles relation.
Within each industry group individual firma have shown an
even more mixed pattern in their inven movemen ks and
position, Some firms have been able to bring their inven-
tories into better balanga with ssles while others have done
the reversa, and these divergent tendensies have character-
ized firms in each of the brond size closses, Thus, while the

impaat of ing demand and other faclors would affect
all firms insofar a8 inventory policy is concerned, the magni-
tuda of the adjustinent would depend on the particiler frm's

situation.



